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MILITARY  UP  SHARPLY  IN  FY77  FORD  BUDGET  REQUEST 


To  commemorate  the  1976  Bicentennial 
Year  President  Ford  is  asking  Congress  and 
the  American  people  to: 

•  increase  military  spending  sharply; 

•  reduce  some  important  non-military 
programs; 

•  amend  the  tax  laws  to  hit  lower  in¬ 
come  taxpayers  harder. 

We  urge  you  to  study  this  Newsletter.  If 
you  want  more  information,  get  a  copy  of 
the  U.S.  Budget  in  your  library  or  order  from 
the  Government  Printing  Office  ($3.45).  If 
you  don't  agree  with  the  policy  represented 
in  the  Budget  let  your  two  Senators  and 
Representative  know  in  personal  visits  or 
letters.  They  will  be  voting  on  overall 
priorities  in  the  Budget  resolution  before 
May  1 5  and  on  specific  authorization  and 
appropriation  bills  this  spring  and  summer. 

Here  are  some  commonly  asked  ques¬ 
tions  about  the  budget  and  military  spend¬ 
ing: 

1.  Of  the  $433.4  billion  total,  how 
much  is  being  requested  for  military  pur¬ 
poses? 

For  "national  defense"  Pres.  Ford  is  ask¬ 
ing  $1 14.9  billion  in  "budget  authority”  — 
to  be  made  available  for  this  or  future 
years.  He  proposes  to  spend  $101.1  billion 
this  year  in  "outlays.” 


2.  How  can  I  comprehend  a  figure  like 
$1 14.9  billion? 


You  probably  can’t.  But  if  you  were  to 
spend  $1.80  every  single  second  ($108 
per  minute)  from  the  time  of  Christ  until  to¬ 


day,  you  would  still  not  have  spent  $1 14.9 
billion. 

3.  How  is  the  budget  authority  for  "na¬ 
tional  defense"  broken  down? 

Department  of  Defense  $111 .25  b. 

Military  assistance  2.51  b. 

Atomic  energy  —  military  1 .94  b. 
with  smaller  amounts  for  related  agencies. 
(Offsetting  receipts  reduce  the  total  to 
$1 14.9  billion.) 

4.  Is  Pres.  Ford  requesting  more  for  the 
Dept,  of  Defense  in  FY77  than  FY76? 

Congress  is  expected  to  appropriate 
$96.2  billion  for  FY76.  The  President  is  re¬ 
questing  $111.2  billion  for  FY77,  an  in¬ 
crease  of  $15  billion  or  15.6%. 

5.  About  half  that  increase  represents 
inflation;  shouldn't  the  Dept,  of  Defense 
have  an  increase  for  inflation? 

There  are  a  number  of  important  govern¬ 
ment  departments  for  which  Pres.  Ford  is 
requesting  less  money  this  year  than  last. 
These  departments  must  absorb  inflation 
and  cut  programs;  Agriculture,  down 
19.5%;  Commerce,  down  27.3%;  Housing 
and  Urban  Development,  down  21.5%; 
Justice,  down  .8%;  Environmental  Protec¬ 
tion  Agency,  down  6.9%. 

6.  What  about  the  statement  that  the 
military  would  receive  only  25%  of  the 
federal  budget  in  FY  1977  compared 
with  43%  in  FY  1964? 

This  statement  is  true  but  doesn't  tell  the 
whole  story.  From  1964  to  1977  military 
outlays  have  increased  $47.5  billion  from 
$53.6  billion  in  FY  1964  to  a  proposed 


Some  Items  in  the  Ford  FY  77  Budget  — 

Headstart  programs  REDUCED  by  $20  million  to  $434  million 

Six  AWACS  surveillance  and  command  aircraft  INCREASED  $120  million  to  $584  mil. 
Maternal  and  child  health  services  REDUCED  by  $112  million  to  $210  million 
One  AS  submarine  tender  INCREASED  from  $0.5  million  to  $263  million 

Soil  Conservation  Service  REDUCED  by  $26  million  to  $402  million 
Sixteen  F-16  air  combat  fighters  INCREASED  $404  million  to  $620  million 

Legal  services  for  the  poor  REDUCED  by  $8  million  to  $80  million 
Strike  cruiser  (nuclear  powered)  INCREASED  $188  million  to  $203  million 

General  mental  health  centers  REDUCED  by  $88  million  to  $131  million 
Army  XM-1  Tank  System  INCREASED  $89  million  to  $141  million 

Multilateral  development  assistance  REDUCED  by  $300  million  to  $1,205  million 
Eight  guided  missile  frigates  INCREASED  $318  million  to  $1,282  million 

Food  for  Peace  INCREASED  ONLY  $79  million  to  $1,169  million 

Three  B-1  Bombers  INCREASED  ELEVEN  TIMES  AS  MUCH,  by  $871  million  to  $1,532  mil. 

Food  Stamp  program  REDUCED  by  $865  million  to  $4,743  million 

Three  nuclear  attack  submarines  INCREASED  $719  million  to  $1,338  million 


$101.1  billion  in  FY  1 977.  During  the  same 
period  non-military  parts  of  the  budget 
have  increased  even  more.  "Income 
(continued  on  page  6) 


TAX  TIME 

As  you  file  your  return  for  1975, 
you  may  wish  to  consider  these 
figures. 

38%  of  all  your  federal  income  tax 
dollars  goes  for  current  military  expen¬ 
ditures.  An  additional  9%  goes  for  cost 
of  past  wars. 

(Write  FCNL  for  documentation  of 
these  figures  based  on  all  1975  Con¬ 
gressional  appropriations.  Ask  for 
"G-15.”) 
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THE  ADMINISTRATION  PROPOSES 
CUTS  IN  SOCIAL  SERVICES 


$188.1  billion  is  allocated  for  human 
resource  and  income  security  programs  in 
the  FY  77  budget,  an  increase  of  $8.6 
billion  (4.8%)  over  FY  76.  The  additional 
monies  are  either  increased  spending  from 
trust  funds,  such  as  social  security,  or  in¬ 
creased  funding  of  mandatory,  relatively 
uncontrollable  programs  such  as  public 
assistance,  medicaid,  and  supplemental 
security  income.  Not  only  does  President 
Ford's  budget  provide  for  no  increase  in 
controllable  human  resource  programs,  it 
actually  assumes  that  Congress  will  rescind 
$2.8  billion  of  FY  76  appropriations  for 
human  resources.  As  George  Mahon  TX, 
Chairman  of  the  House  Appropriations 
Committee,  observed,  "These  rescissions 
have  been  considered  in  committee  and  it  is 
likely  that  not  a  single  one  will  finally  be  ap¬ 
proved  by  Congress  . . .  (given)  the  thrust  of 
actions  by  this  Congress  .  .  .  the  budget  is 
not  realistic  in  this  area." 

HEALTH 

The  Administration  proposes  to  merge 
sixteen  different  existing  health  programs, 
such  as  community  mental  health  centers, 
alcohol  abuse  programs,  rat  control, 
medicaid,  health  planning,  medical  facilities 
construction,  family  planning,  and  migrant 
health  programs,  into  a  single  $10  billion 
"block  grant”  program.  These  Federally  ad¬ 
ministered  health  programs  would  be  cut 
drastically  in  FY  77,  and  federal  funds  ear¬ 
marked  for  health  purposes  would  be  given 
to  the  states  to  administer  under  what  is  in 
effect  a  special  revenue  sharing  program. 
Dr.  Malcolm  Peterson,  in  testifying  for  the 
FCNL  before  the  House  Ways  and  Means 
Subcommittee  on  Health,  commented,  ". . . 
this  budget  would  have  the  effect  of  dis¬ 
enfranchising  millions  of  Americans, 
because  it  would  cause  a  resurgence  of  an 
inferior  health  care  system  for  the  poor, 
quite  distinct  from  the  system  which  would 
be  available  to  the  more  affluent.”  (Write 
for  Dr.  Peterson's  testimony,  T-2). 

The  Administration  proposes  that  Con¬ 
gress  enact  a  "catastrophic"  health  in¬ 
surance  plan  only  for  the  elderly,  which 
would  remove  the  limit  on  medicare  pay¬ 
ments  per  individual  and  pay  all  medical 
costs  after  $500  in  hospital  bills  and  $250 
in  doctors'  fees.  But  the  little  relief  to  the 
elderly  offered  through  the  "catastrophic" 
plan  would  be  more  than  taken  away  by 
another  Administration  proposal  requiring 
the  elderly  to  pay  1 0%  of  hospital  bills  up  to 
$500  and  doctors'  fees  up  to  $250.  The 
net  cost  to  the  American  elderly  is  $1.5 
billion. 


NUTRITION 

The  Administration  recommends  a  $2.4 
billion  cut  in  food  and  nutrition  programs.  It 
proposes  that  Congress  appropriate  $2 
billion  in  a  nutrition  "block  grant”  to  the 
states,  thereby  ending  eight  categorical 
child  nutrition  programs  which  would  cost 
$3.1  billion  in  FY  77.  The  Administration 
also  estimates  that  its  food  stamp  bill,  one 
of  five  major  bills  pending  before  the 
Senate,  would  cost  only  $4.8  billion  in  FY 
77,  which  is  $1.1  billion  less  than  current 
food  stamp  funding  levels. 

EMPLOYMENT 

The  President's  employment  programs 
are  designed  to  make  his  depressing 
unemployment  "projections”  (7.7%  in 
1976  and  6.9%  in  1977)  a  self-fulfilling 
prophecy.  The  Administration  proposes  to 
cut  off  a//funds  in  FY77  for  public  employ¬ 
ment  authorized  by  the  Job  Opportunities 
Program,  Community  Service  Employment 
for  Older  Americans  Act,  and  the  Work  In¬ 
centive  Program.  The  Administration  also 
proposes  a  $40  million  and  68,000  job  cut 
in  summer  jobs  for  youth  and  wants  to  cut 
off  temporary  public  service  jobs  when  the 
unemployment  rate  dips  below  7%. 

HOUSING 

The  Department  of  Housing  and  Urban 
Development  (HUD)  FY  1977  budget  pro¬ 
poses  that  no  new  money  be  appropriated 
for  traditional  public  housing,  and  that 
$463  million  be  appropriated  in  operating 
subsidies  for  low  income  housing  projects, 
a  $72  million  reduction  from  FY  76.  The 
Farmers  Home  Administration  budget  pro¬ 
poses  substantial  reductions  in  rural  low  in¬ 
come  housing  assistance.  The  Ad  Hoc 
Housing  Coalition  (consisting  of  organiza¬ 
tions  which  recognize  the  pressing  U.S. 
need  for  better  low  income  housing)  calls 
for  an  increase  instead  of  a  decrease  in 
these  housing  programs. 

CRIMINAL  JUSTICE 

The  Federal  Bureau  of  Prisons  (FBOP)  is 
requesting  $46  million  in  FY  77  appropria¬ 
tions  for  the  construction  of  four  new 
federal  prisons,  in  addition  to  $1 1 1  million 
in  future  appropriations.  Congress  had 
deleted  all  FY  76  funds  for  this  purpose. 
The  FBOP  asserts  that  the  construction 
monies  are  necessary  because  (1)  "over¬ 
crowding"  of  federal  prisons  and  (2)  the 
need  to  close  "outdated"  prisons,  such  as 
Atlanta,  Leavenworth,  and  McNeil  Island  (all 
built  before  1910).  The  FCNL,  in  1975 
testimony  before  House  and  Senate  Ap¬ 
propriations  Subcommittees,  questioned: 


(1)  the  FBOP  inmate  population  projections 
(present  levels  are  only  slightly  higher  than 
those  in  1940),  (2)  the  confused  defini¬ 
tions  of  Federal  Prison  "capacity"  (FBOP 
definitions  of  "capacity”  have  changed  5 
times  since  1 965),  and  (3)  the  govern¬ 
ment's  intentions  of  actually  closing 
prisons  designated  as  "outdated"  (the 
closure  dates  of  the  "outdated"  prisons 
have  already  been  delayed  six  to  fifteen 
years).  FCNL  will  ask  for  no  new  Federal 
prison  construction. 

Other  features  in  the  Department  of 
Justice  Budget  are  a  $222  million  ap¬ 
propriation,  $14  million  more  than  1975, 
for  the  Immigration  and  Naturalization  Ser¬ 
vice  in  order  to  "emphasize  apprehension, 
detention,  and  ultimate  deportation  of  il¬ 
legal  aliens."  The  Administration  recom¬ 
mends  a  $123  million  FY  Appropriation  for 
the  Bureau  of  Alcohol,  Tobacco,  and  Fire¬ 
arms,  a  $1 5  million  increase  from  FY  76,  in 
order  to  "intensify  efforts  to  curtail  illegal 
commerce  in  firearms  and  seek  stronger 
legislation  related  to  handguns."  A  $840 
million  appropriation,  or  a  decrease  of  $80 
million,  is  requested  for  the  Law  Enforce¬ 
ment  Administration  Assistance  program 
(LEAA),  reflecting  a  more  "cautious"  ap¬ 
proach  in  this  program  of  Federal  grants 
earmarked  for  criminal  justice  to  the  states 
and  localities,  a  program  which  has  been 
plagued  by  large  purchases  of  police  equip¬ 
ment  and  very  little  accountability  for  funds 
spent. 

BUDGET  OUTLOOK 
FOR  AMERICAN  INDIANS 

1977  is  not  the  "Year  of  the  Indian.” 
Although  health  monies  have  been  in¬ 
creased  under  HEW,  the  Bureau  of  Indian 
Affairs  (BIA)  budget  shows  a  net  decrease 
of  $17  million  to  a  total  of  $589.5  million. 
New  funds  have  been  requested  for  imple¬ 
mentation  of  the  Self-determination  Act, 
but  aid  to  tribal  governments,  law  and  order 
funds  and  a  number  of  resource  develop¬ 
ment  and  technical  assistance  programs 
which  enocurage  tribal  development  have 
been  drastically  reduced.  Construction 
funds  were  severely  limited.  Housing  pro¬ 
grams  suffer  further  setbacks  in  a  con¬ 
tinued  failure  to  meet  even  past  commit¬ 
ments. 


Program/Agency 
(in  thousands) 

FY  1976 
Estimate 

FY  1977 
Request 

Education  (HEW) 

$57,005 

$42,005 

Health  (HEW) 

335,765 

354,939 

Housing  (HUD) 

25,000 

1 7,000 

Education  (BIA) 

243,190 

243,807 

Indian  Services  (BIA) 

Tribal  Gov’t.  Aid 

14,105 

9,480 

Social  Services 

66,025 

71,902 

Law  and  Order 

24,333 

24,320 

Housing 

14,368 

16,146 

Self  Determination 

none 

32,867 
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MILITARY  COSTS  SKYROCKET  -  HUMAN  RESOURCES  LAG  1969-1981 


The  chart  below  shows  historical  spend¬ 
ing  by  five  general  categories  of  federal 
outlays.  It  also  projects  spending  in  these 
categories  over  the  next  five  years.  All  of 
the  data  used  comes  directly  from  The 
Budget  of  the  US.  Government  1977. 

A  categorical  analysis  of  trends  in  federal 
spending  reveals  some  important  informa¬ 
tion.  Taken  as  a  whole,  military  spending 
and  the  cost  of  past  wars  (Veterans 
benefits  and  75%  of  interest  on  the  Na¬ 
tional  Debt)  have  shown  a  gradual  decrease 
in  the  percentage  of  federal  funds  whether 
one  includes  or  excludes  social  insurance 
trust  funds  (marked  by  dotted  line  on 
chart).  When  trust  funds  are  excluded  the 
percentages  are  as  follows:  in  FY  1969, 
$97.3  billion  was  spent  on  military  related 
Items  which  represented  64%  of  the 


budget.  By  FY  1976,  these  items  escalated 
to  $131.9  billion  representing  49%  of  the 
budget.  Should  Congress  accept  the  ad¬ 
ministration's  projected  budget  requests, 
the  military  side  of  the  budget  will 
skyrocket  to  $185.9  billion  representing 
52%  of  the  total  budget  by  1981. 

The  federal  budget  analysis  indicates 
that  cuts  in  military  spending  are  more 
possible  than  cuts  in  non-military  spending 
if  one  looks  at  programs  where  Congress  is 
not  committed  to  spending  levels  by  pre¬ 
vious  legislation.  Only  about  one  quarter  of 
the  proposed  FY  77  budget  ($95  billion)  is 
viewed  as  "relatively  controllable.”  Of  this 
amount  $66.8  billion  or  70.3%  is  scheduled 
for  "national  defense;”  $28.2  billion  or 
29.7%  is  scheduled  for  "civilian  programs." 

Human  resources  includes  education, 
training,  employment,  social  services,  and 


health  programs.  This  category  increased 
from  1  2%  of  the  budget  in  1  969  to  1 9%  in 
1975.  The  President  proposes  no  increase 
in  1976  or  1977  with  the  spending  level 
remaining  constant  at  $51  billion.  He  then 
proposes  a  percentage  decrease  in  spend¬ 
ing  on  human  resources— down  1%  overall 
between  1976  and  1981.  Obviously  given 
this  percentage  decrease  he  envisions  no 
National  Health  Insurance  or  start  toward 
Full  Employment  planning. 

The  "other  non-military"  part  of  the 
budget  includes  outlays  for  a  wide  variety 
of  programs  and  agencies  including  the  en¬ 
vironment,  energy,  natural  resources,  hous¬ 
ing,  community  development,  25%  of  in¬ 
terest  on  the  national  debt,  science,  space, 
international  affairs,  law  enforcement  and 
justice,  government,  revenue  sharing,  com¬ 
merce,  and  transportation.  This  wide  range 
of  programs  has  only  seen  a  10%  increase 
in  total  budgetary  outlay  in  the  years 
1969-1975.  The  administration  proposes 
no  percentage  increase  for  this  category 
through  1981.  Friends'  concerns  for  food, 
housing,  and  energy  are  just  some  of  the 
priorities  finding  expression  in  this  catego¬ 
ry 

Income  security  programs  include  food 
stamps,  unemployment  and  disability  in¬ 
surance,  old-age  retirement  benefits,  and 
various  smaller  programs  such  as  black 
lung  benefits. 

A  large  part  of  the  income  security 
category  is  financed  from  social  insurance 
taxes  and  contributions  (all  funds  under  the 
dotted  line  on  the  graph)  rather  than 
general  revenues  from  income,  estate,  gift, 
and  excise  taxes.  The  upward  trend  in  this 
category  generally  reflects  actual  or  pro¬ 
jected  cost  of  living  increases  required  by 
law  rather  than  specific  administration 
priorities.  The  increasing  cost  also  reflects 
a  larger  percentage  of  the  population 
qualifying  for  these  benefits. 

PRIORITIES  FOR  THE  FUTURE 

The  Administration's  projection  set  forth 
in  this  graph  show  increases  in  military 
spending  and  programs  such  as  Social 
Security  where  increases  are  mandated  by 
law.  Unless  Congress  sets  different 
priorities,  human  resources  and  services 
will  experience  a  severe  shock  in  1 977  and 
will  come  unaei  continuing  pressure  over 
the  next  five  years.  Given  the  4%  to  6%  ex¬ 
pected  yearly  inflation  rate  over  the  next 
five  years,  this  would  mean  a  major 
decrease  in  social  spending. 

Projections  by  the  Administration  or 
Congress  for  the  next  five  years  are,  of 
course,  conjectural  and  are  based  on  many 
assumptions.  One  assumption  which  could 
be  challenged  is  that  the  next  President  and 
Congress  will  have  the  same  priorities  and 
policies  as  the  current  ones. 
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WHAT  STEPS  TOWARD  A  GLOBAL 
ECONOMIC  AND  POLITICAL  ORDER? 


(continued  from  page  3) 

Social  security  taxes  should  be  made 
more  equitable  and  progressive.  Among  the 
approaches  to  greater  equity  that  should  be 
considered  are  elimination  of  the  income 
ceiling  to  which  this  tax  is  applied,  adoption 
of  a  standard  exemption  of  some  earnings, 
adoption  of  progressive  social  security  tax 
rates,  or  payment  of  pensions  from  general 
revenues 

The  personal  income  tax  should  be 
simplified,  and  almost  all  deductions  and 
special  forms  of  treatment  contained  in  the 
present  tax  system  should  be  eliminated. 

Last  December,  Secretary  of  Treasury 
Simon  said  that  the  nation  is  faced  with  a 
taxpayers'  revolt  because  of  an  erosion  of 
faith  in  the  fairness  of  the  tax  system. 

The  Secretary  expressed  a  personal 
preference  for  wiping  "the  slate  clean  of 
personal  tax  preferences,  special  deduc¬ 
tions  and  credits,  exclusions  from  income, 
and  the  like,  imposing  instead  a  single, 
progressive  tax  on  all  individuals." 

MISTAKEN  PRIORITIES: 
ENERGY  FY'77 

Funds  of  approximately  these  amounts 
are  being  requested  in  the  budget  of  the 
Energy  Research  and  Development  Admin¬ 
istration  for  five  basic  purposes; 

1  .The  operation  of  a  $2  billion  govern¬ 
ment  industry,  producing  and  testing 
nuclear  weapons. 

2  A  $1  billion  nuclear  power  research 
and  development  program,  more  than  half 
of  which  is  devoted  to  the  breeder  reactor 

3.  A  $1  billion  fossil-fuel  research  and 
development  program  (including  coal 
gasification  and  shale  oil  extraction). 

4  $1  65  million  for  solar  and  geothermal 
energy,  including  plant  and  capital  equip¬ 
ment. 

5.  $91  million  for  conservation  research 
and  development. 

The  amounts  devoted  to  nuclear  weap¬ 
ons  and  nuclear  power  are  $823.8  million 
above  last  year's  outlays,  whereas  both 
conservation  and  renewable  resources  will 
increase  only  $83.7  million. 

We  suggest  you  write  your  Senators  and 
Representative  advocating  amendments  to 
(1)  strike  funds  for  research,  testing,  and 
production  of  nuclear  weapons,  and  (2)  in¬ 
crease  funds  for  conservation  and  solar 
research.  The  major  legislative  priority 
should  be  the  passage  of  the  Kennedy  MA- 
Wirth  CO  bill  (S.  2932,  H  R.  11805),  the 
Energy  Conservation  Act  of  1976.  This 
would  provide  grants,  interest  subsidies, 
and  loan  guarantees  to  minimize  the  use  of 
energy  in  housing,  commercial  and  public 
buildings,  and  industrial  plants. 


The  world  community  is  struggling  to 
create  a  new  global  economic  and  political 
order.  Third  World  pressures  for  a  more 
equitable  economic  system  started  in  1 964 
with  the  creation  of  the  UN  Conference  on 
Trade  and  Development  (UNCTAD)  and 
culminated  in  an  agreement  at  the  1975 
Special  Session  of  the  UN  to  work  toward: 

•  stabilizing  export  earnings  of  developing 
nations; 

•  increasing  the  share  of  industrial  output 
originating  in  developing  countries; 

•  expanding  bilateral  and  multilateral 
developmental  assistance; 

•  examining  ways  of  relieving  the  debt 
burden  on  underdeveloped  countries; 

•  establishing  an  industrial  technological 
information  bank; 

•  formulating  a  code  of  conduct  for 
multinational  corporations;  and 

•  increasing  assistance  for  agriculture  and 
food  production  through  (1)  voluntary 
pledges  of  $1 .25  billion  for  the  proposed 
International  Fund  for  Agricultural 
Development;  (2)  establishment  of  a 
minimum  food  aid  target  of  10  million 
tons  of  food  grains  for  1975-76;  (3) 
creation  of  an  international  grain  reserve 
system. 

Related  forums  debating  the  shape  of 
the  new  order  include  the  international  pro¬ 
ducer-consumer  Conference  on  Economic 
Cooperation  which  met  in  Paris  in  Decem- 


Multilateral  Contributions 

Development  Programs  .  $1,205 

International  Development  Associ¬ 
ation  (a)  —  $375m;  International  Fi¬ 
nance  Corporation  (b)  —  $42m;  Asian 
Development  Bank  (c)  —  In¬ 

ter-American  Development  Bank  (d) 

—  $440m;  UN  Development  Pro¬ 
gram  UN  Relief  and  Works 
Agency 'UNICEF  -  $1  78m 
Operating  Budgets  of  UN  Affiliated 


and  Regional  Agencies  .  $294 

Multilateral  Peacekeeping .  $55 


UN  peacekeeping  in  the  Mid-East  — 
$45m;  Cyprus  —  SlOm 


(a)  Some  1 1 6  member  states  participate  in  IDA.  an  affili¬ 
ate  of  the  World  Bank.  IDA  provides  development  loans 
to  poorest  nations  at  cost.  No  interest  is  charged  The 
U  S.  is  contributing  about  33%  of  IDA  funding 

(b)  The  International  Finance  Corporation,  another  World 
Bank  adjunct,  has  1 03  members.  It  helps  finance  private 
businesses  in  developing  nations.  The  U  S  contributes 
22%  of  the  IFC  budget.  Neither  the  Soviet  Union  nor  the 
Peoples  Republic  of  China  participate  in  programs  of  the 
World  Bank  or  its  affiliates 

(c)  The  Asian  Development  Bank  with  41  members  pro¬ 
vides  primarily  conventional  loans  and  technical  assis¬ 
tance  to  developing  Asian  countries  The  U  S.  con¬ 
tributes  about  1 6%  of  the  ADB  budget. 


ber  and  UNCTAD  IV  which  will  meet  in 
Nairobi  in  May. 

Concern  for  a  more  equitable  economic 
system  has  been  matched  by  growing 
alarm  over  the  increasing  danger  of  ex¬ 
panding  military  arsenals  and  growing 
frustration  over  their  high  consumption  of 
scarce  resources.  Last  year  the  UN  General 
Assembly  adopted  25  resolutions  relating 
to  disarmament  — including  calls  for  ac¬ 
celeration  of  the  nuclear  arms  limitation 
talks,  creation  of  nuclear-free  zones,  and 
strengthening  of  the  Disarmament  Affairs 
Division  of  the  UN. 

Very  little  if  any  of  the  ferment  in  the 
world  community  is  reflected  in  the  Presi¬ 
dent's  budget  requests  for  fiscal  1  977.  Re¬ 
quests  for  multilateral  economic  and  finan¬ 
cial  assistance  have  dropped  below  fiscal 
1976,  with  proposed  contributions  to  the 
UN  Development  Program  falling  nearly 
20%.  Bilateral  aid  requests  are  up  slightly 
although  outlays  are  expected  to  be  less 
than  in  FY  1976. 

Congressional  sales  and  grants  of  food 
are  down— with  grants  expected  to  drop 
from  an  estimated  $460.2  million  in  fiscal 
1976  to  $386.4  million  in  fiscal  1977. 
Concessional  sales  are  expected  to  total 
$899.9  million  in  fiscal  1977,  compared 
with  $1.0  billion  in  fiscal  1976. 

The  very  small  budget  of  the  U.S.  Arms 
Control  and  Disarmament  Agency  will  be 
expanded  by  12%. 


Bilateral  Activities 


Development  Aid  (e)  .  $1,127 

Food  for  Peace .  $1,169 

Export-Import  Bank  (f)  .  $3,348 

Arms  Control  and  Disarmament 

Agency  .  $12 

Information/ Educational  Exchanges  $386 
Security  Supporting  Assistance 

(largely  aid  for  the  Mid-East)  $1,792 
Other .  $792 

GRAND  TOTAL  .  $10,180 


(d)  The  Inter-American  Development  Bank  has  24 
regional  members,  twelve  nonregional  donors  are  ex¬ 
pected  to  join  in  1976  It  provides  loans  and  technical 
assistance  on  both  “hard"  and  "soft"  terms  The  U  S 
contribution  equals  36%. 

(e)  The  program  emphasizes  expanding  agriculture,  con¬ 
trolling  population,  and  improving  basic  health  and 
educational  services 

(f)  The  Export-Import  Bank  promotes  US  exports 
through  loans  to  overseas  buyers  and  insurance  to 
American  exporters 


INTERNATIONAL  ACTIVITIES 

(Requests  in  $  Millions,  Fiscal  1977) 
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THE  NEW  BUDGETARY  BALANCE  -  WHO  SHOULD  PAY? 
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According  to  the  President's  Economic 
Report,  "the  growing  scope  and  cost  [of  in¬ 
come  security  and  health  programs]  have 
begun  to  attract  serious  analysis  of  their 
impact  on  the  allocation  of  resources,  the 
distribution  of  income  and  the  general  well¬ 
being  . . The  President  is  so  alarmed  over 
the  growth  in  Federal  payments  to  in¬ 
dividuals  that  he  has  called  for  a  "new" 
budgetary  balance  involving  "greater  in¬ 
dividual  freedom  and  self-reliance”.  This 
balance  is  to  be  attained  by  holding  down 
spending  and  reducing  income  taxes,  thus 
achieving  "fairness  .  .  .  between  the  tax¬ 
payer  and  those  who  will  benefit  by  Federal 
spending". 

Is  the  President  right?  Will  tax  cuts  pro¬ 
mote  the  general  welfare?  Who  benefits 
from  Federal  spending?  And  who  pays? 

Are  the  Poor  Getting  Too  Much? 

•  According  to  a  1970  study,  the 
wealthiest  10%  of  American  families 
receive  29%  of  all  income  and  own  56%  of 
the  wealth,  while  the  poorest  10%  receive 
1%  of  all  income  and  owe  more  than  they 
own. 

•  The  number  of  poor  people  declined  in 
the  early  1 970’s,  but  the  recession  plus  in¬ 
flation  has  forced  many  Americans  back 
below  the  poverty  line.  In  1 974  thirteen 
percent  of  all  American  families,  or  more 
than  7  million  households  had  incomes  of 
less  than  $5,000;  another  6.6  million  in¬ 
dividuals  had  incomes  of  less  than 
$3,000.  Many  of  those  incomes  were 
derived  from  social  security  pensions  — 
which  averaged  $188  a  month. 

•  When  the  affluence  of  America's  more 


privileged  families  is  translated  into  global 
terms,  one  finds  that  the  upper  one-sixth  of 
the  American  population  uses  20%  of  the 
world's  products. 

Who  Pays? 

Over  the  last  20  years  the  overall  Federal 
tax  burden  has  shifted  significantly  toward 
lower  and  middle  income  groups,  largely 
because  of  higher  social  security  pay¬ 
ments,  declining  corporate  taxes,  tax 
loopholes,  and  the  effects  of  inflation. 

As  noted  in  the  accompanying  chart, 
social  security  contributions  have 
become  an  increasingly  important  com¬ 
ponent  of  Federal  receipts,  rising  from 
10.5%  of  the  whole  In  1948  to  34%  to¬ 
day. 

Millions  of  poor  Americans  pay  signifi¬ 
cantly  higher  payroll  taxes  than  income 
taxes.  They  will  be  paying  even  higher 
taxes  under  the  President's  proposal  to  in¬ 
crease  the  combined  employer-employee 
social  security  tax  rate  another  .6%  effec¬ 
tive  January  1,  1977. 

Since  the  new  rate  is  not  applicable  to  in¬ 
comes  above  $16,500,  it  will  weigh  most 
heavily  on  low  income  groups.  Payments  of 
persons  with  incomes  under  $3,000  a  year 
will  rise  to  5.8%  of  adjusted  gross  income, 
compared  to  3.9%  for  persons  in  the 
$25,000-$50,000  category. 

This  increase  is  being  proposed  because 
the  surplus  in  the  Trust  Fund  has  fallen  to 
$45  billion.  There  are,  of  course,  many 
ways  of  expanding  the  surplus  besides 
raising  payroll  taxes  — the  unemployed 
could  contribute  if  they  had  jobs.  The 
wealthy  could  pay  more.  Social  security 


payments  could  also  be  financed  out  of 
general  revenues  as  military  retirement  pay 
is  financed. 

The  percentage  of  Federal  receipts 
coming  from  personal  income  taxes  has 
remained  about  the  same  over  the  years 
partly  because  of  periodic  tax  reduc¬ 
tions. 

The  President  is  proposing  more  reduc¬ 
tions  this  year  and  forecasts  another  major 
tax  cut  in  1979.  According  to  the  Presi¬ 
dent,  "the  individual  wage  earner  has  the 
right  to  spend  his  own  money  on  the  goods 
and  services  he  wants.” 

Unfortunately,  the  "cuts  proposed  by  the 
President,”  reports  the  Congressional 
Budget  Office,  "would  grant  nearly  all  of 
the  relief  to  corporations  and  individuals 
having  incomes  of  more  than  $7,500 
through  such  proposals  as  an  increase  in 
the  personal  exemption  from  $750  to 
$1,000,  elimination  of  the  earned  income 
credit  or  'work  bonus'  [which  refunds  10% 
of  their  incomes  to  low-income  workers 
with  children],  reduction  of  the  corporate 
tax  rate  [from  48]  to  46  percent,  new  stock 
ownership  incentives,  accelerated 
depreciation  [on  investments]  in  areas  of 
high  unemployment,  and  integration  of  the 
corporate  and  individual  income  taxes.” 

Income  taxes  of  those  earning  $3,000  to 
$5,000  a  year  would  increase  nearly  40% 
under  the  President's  proposals.  The  ad¬ 
verse  effect  of  such  an  increase  probably 
would  be  multiplied  by  rising  prices. 

What  Should  Be  Done? 

The  U.S.  tax  system  as  a  whole  imposes 
a  comparatively  light  burden  on  the  econo¬ 
my,  as  compared  to  other  industrialized 
countries.  Thus  tax  reform  is  more  impor¬ 
tant  than  across-the-board  tax  cuts.  Meet¬ 
ing  human  needs  and  improving  the  en¬ 
vironment  are  more  important  than  allow¬ 
ing  individual  taxpayers  to  buy  more  con¬ 
sumables. 

(continued  on  page  4) 


Adjusted  Gross  Income 
Categories  (in  thousands) 

0-S3^  $319. 

(6.1%  receive  1.9%  of  Benefits) 

I 

$3 -si  $281. 

(1 1 .3%  receive  3.%  of  Benefits) 
(21.4%  receive  4.%  of  Benefits) 

$7-1  o||  $453. 

(17.1%  receive  7.6%  of  Benefits) 

$10-1 5^  $654. 

(23.8%  receive  1 5.3%  of  Benefits) 

i  $15-20^  $1,058. 

j(14.7%  receive  15.3%  of  Benefits) 

$20-50^1  $2,264. 

(13.4%  receive  29.9%  of  Benefits) 

$50-100 

(1  %  receive  1 0.5%  of  Benefits) 

$1 00-up|^H^^E|3!6^^mB| 
(.2%  receive  1 2.6%  of  Benefits) 


TAX  LOOPHOLES  -  EXCESSIVELY  REGRESSIVE 

Contributing  just  as  much  to  the  public  debt  and  just  as  much  a  drain  on 
the  U.S.  Treasury  as  a  dollar  regularly  appropriated  by  the  U.S.  Congress 
is  the  TAX  EXPENDITURE  DOLLAR.  These  dollars  are  taxes  that  some  in¬ 
dividual  or  corporation  has  been  excused  from  paying.  Each  of  these  tax 
deferrals,  special  rates  or  credits  is  an  exception  to  the  normal  tax  struc¬ 
ture  and  is  designed  to  carry  out  Congressionally  determined  U.S.  public 
policy. 

One-third  of  these  benefits  projected  for  FY  1977  will  go  as  an  indirect 
Federal  subsidy  to  U.S.  corporations.  The  baiance  is  variously  shared  by 
individual  taxpayers. 

Two-tenths  of  U.S.  taxpayers,  those  with  income  over  $100,000,  wiii 
receive  1 2.6%  of  all  tax  expenditure  benefits.  This  averages  out  to  an  an- 
nuai  “stipend”  of  $53,695.87  or  a  daily  bonus  of  $147.51.  There  were 
160,000  returns  in  this  category  in  the  1974  report.  Those  in  the 
under-$1 0,000  adjusted  gross  income  category  wili  receive  “deducts" 
averaging  $347.99  annually  or  a  “bonanza”  of  96c  per  day.  Better  than 
half  of  the  $91  billion  in  special  tax  treatment  will  go  to  less  than  15%  of 
those  who  file  tax  returns. 

The  tax  reforms  discussed  in  1 972  which  promised  to  make  this  important 
aspect  of  U.S.  tax  policy  more  equitable  have  not  materialized.  The 
average  taxpayer  would  be  the  ultimate  beneficiary  of  any  tax  reform  that  | 
would  eliminate  virtually  all  preferential  tax  treatment.  | 


$3^600  7,200  10'800i4  4'oo  18.000  21,600  25.200  js.eoO  32.400  35  39,600  43  200  ‘*^■800  54,000 

—  Average  Annual  Bonus  by  Adjusted  Gross  Income  Category  — 

Data  based  on  “Special  Analysis  F“  FY77  Budget  emd  1975  U.S.  Treasury 

report  on  Tax  Expenditure  distribution  by  Adjusted  Gross  Income  Categories _ 
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(continued  from  page  1} 
security,"  largely  Social  Security,  has  in¬ 
creased  $112  billion;  health  $32.7  billion; 
education  $14.9  billion;  and  natural 
resources  $1 1.8  billion. 

Moreover,  if  military  spending  is  com¬ 
puted  as  a  percentage  of  money  appropri¬ 
ated  by  Congress  (which  excludes  trust 
funds),  the  percentage  for  military  pur¬ 
poses  is  much  higher  (see  box,  page  1 ,  for 
1 975  figures). 

7.  Why  shouldn't  the  Department  of 
Defense  funds  be  increased  comparably 
with  non-military  funds? 

This  is  a  complete  non  sequitur.  We  can 
rejoice  that  our  government  is  now  doing 
more  to  meet  long  neglected  needs  for 
health,  housing,  education,  transportation, 
and  the  aged.  But  this  is  no  reason  to  in¬ 
crease  funds  for  the  Pentagon. 

The  real  issue  is;  What  should  U.S. 
foreign  policy  be  and  how  much  should  it 
cost  to  carry  it  out? 

8.  What  about  a  Communist  attack? 


In  previous  years,  military  spending  was 
often  justified  on  this  basis.  But  with  im¬ 
proved  U.S.  relations  with  the  Soviet  Union 
and  China,  this  argument  is  increasingly 
difficult  to  sustain.  Presidents  Nixon  and 
Ford  have  both  visited  the  Soviet  Union  and 
China.  The  Soviet  Union  has  been  relying 
on  the  U.S.  for  large  grain  shipments.  China 
is  concentrating  on  internal  development. 
Its  foreign  policy  has  been  restrained,  even 
when  U.S.  troops  and  planes  fought  a  war 
close  to  its  borders  in  Southeast  Asia  for 
more  than  eight  years. 

9.  But  isn't  it  true  that  the  Soviet 
Union  is  outspending  the  U.S.  on  arms 
and  catching  up  with  us  in  military 
equipment? 

Charts  prepared  by  the  Pentagon  and  the 
Library  of  Congress  show  the  Soviet  Union 
ahead  in  some  areas  and  the  U.S.  ahead  in 
others.  The  Pentagon  argues,  however, 
that  overall,  Soviet  momentum  is  up,  U.S. 
momentum  is  down. 

But  how  much  overkill  is  needed?  If  one 


side  pursues  an  irrational  course,  must  the 
other  follow? 

10.  How  is  Soviet  military  spending 
figured? 

Estimates  of  Soviet  arms  production  are 
based  on  the  best  information  available  to 
U.S.  intelligence.  Cost  is  then  computed  on 
what  the  most  nearly  comparable  U.S. 
equipment  would  cost.  Also,  Soviet  man¬ 
power  is  over  4.5  million,  more  than  twice 
the  U.S.  force  of  2.1  million.  The  huge 
Soviet  military  establishment  is  assumed  to 
be  paid  at  the  high  U.S.  volunteer  army 
rates! 

1 1 .  Why  is  the  Soviet  Union  arming  so 
strongly  then? 

The  Budget  says  (p.  63):  "Much  of  the 
Soviet  military  increase  has  been  directed 
toward  the  Chinese  border."  If  so,  why 
should  the  U.S.  try  to  match  Soviet  spend¬ 
ing  when  U.S.  relations  with  China  are 
relatively  amicable?  (Write  for  FCNL 
testimony  by  Edward  Snyder  presented  to 
House  Budget  Committee  Feb.  2,  for  more 
details.) 


THE  FRIENDS  COMMITTEE  ON  NATIONAL 
LEGISLATION  includes  Friends  appointed 
by  22  Friends  Yearly  Meetings  and  by  10 
other  Friends  organizations  in  the  United 
States  Expressions  of  views  in  the  FCNL 
WASHINGTON  NEWSLETTER  are  guided 
by  the  Statement  of  Policy  prepared  and  ap¬ 
proved  by  the  Committee.  Seeking  to  follow 
the  leadings  of  the  Spirit,  the  FCNL  speaks 
for  itself  and  for  like-minded  Friends.  No 
organization  can  speak  officially  for  the 
Religious  Society  of  Friends. 

FCNL  WASHINGTON  NEWSLETTER. 

Contributors:  Edward  F  Snyder,  Frances 
Neely,  Harold  Confer,  Sylvia  Bronner,  Steve 
W.  Angell,  Larry  Newlin,  Diana  Payne,  Bryan 
Michener,  Nick  Block  245  Second  St.,  N.E., 
Washington,  D  C  20002  Subscription 
price  $10.00  per  year.  Published  monthly 
except  August. 


•  FCNL* 
MID-YEAR  -  MID-AMERICA 
CONFERENCE 

May  21  -  23,  1976 
Friends  University,  Wichita,  Kansas 
Invited  to  Speak: 

Senator  James  Pearson,  KS 

PROGRAM  includes: 

•  Legislative  briefings  by  FCNL 
lobbyists 

•  Discussions  of  international  and 
domestic  issues  before  the 
American  people 

For  information  &  registration 

materials  write  or  call  FCNL. 


FEDERAL  R  &  D:  PROGRAM  HIGHLIGHTS 

Federal  Obligations  for  FY77  research  and  development  (R&D)  will 
total  $23.5  billion,  an  increase  of  8.8%  from  the  previous  year.  The 
military’s  share  is  still  more  than  half  of  all  R&D  funds. 

Space  $2.9  billion  (1 2.3%) 


Military  $1 2.0.  billion  (51.1%) 
includes  (millions  of  $) 
obligations 

$2,504  missiles 
2,361  "other  equipment" 
2,260  aircraft 

y  775  nuclear  weapons 

^  and 

^  naval  reactors 

^  751  ordnance,  combat 

^  vehicles 

^  736  ships,  small  craft 

^  593  military  astro- 

^  nautics  and 

related  equipment 
^  513  military  sciences 


Civilian  $6.6  billion  (36.6%) 
includes  (millions  of  $) 
outlays 

$1 ,021  nuclear  energy  * 
666  cancer 

647  National  Science 
Foundation 

528  environmental 
health 

510  agriculture 
413  fossil  energy 
31 1  cardiovascular 
304  transportation 
1 13  mental  health 
1 1 1  solar  energy 
44  geothermal  energy 


*  Note  that  $796  million,  or  78%  of  nuciear  energy  funds  wiii  be  used  for  fission  power 
reactors  and  nuciear  fuel  cycle. 

Source:  Special  Analysis  P,  and  p.  200  of  FY77  Special  Analysis  of  Budget. 
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